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HEAD OFFICE 5S5'GREAT NORTHERN WAY, VANCOUVER. BC. V5T 1£2 © PHONE (604) 872-4444 « TELEX 04.50B717 * CABLE ADDRESS “FINTRAC” 


April. 22, 198) 


To Our Shareholders: 


Enclosed you will find-a Notice, Information Circular and Proxy related - 
to a Meeting of the Shareholders to consider a proposed capital alteration. 
This letter summarizes our objectives. 


We are all aware of high interest costs on short and long term borrow- 
ings. These high interest rates have persisted since the latter part of 
1979 and there seems to be no significant relief in sight in the near future. 


With this background of continuing high cost of debt, your Board of 
Directors has decided to consider an equity-related financing. We propose 
to issue subordinated unsecured debentures convertible into Class B non- 
voting common shares. These convertible debentures will have a significantly 
lower interest rate when compared to the non-convertible debentures. 


Our purpose in altering the capital structure of the Company is to 
create a new class of non-voting common shares. When the debentures are 
converted into Class B non-voting common shares, the relative voting rights 
of the present shareholders will not be affected. Thereby we can preserve 
the continuity of the present ownership structure and also ensure continuance 
of management philosophies which have been successful. 


It is our intent to treat shareholders who will own Class B shares in 
exactly the same manner as the shareholders with Class A shares. The Class 
B non-voting shares will participate equally with respect to dividends and 
the shareholders will be sent all the information relating to the Company's 
operations. We would very much like all the shareholders to attend the 
Annual General Meetings and for that reason we propose to send the notices 
of all General Meetings to all the shareholders whether they own Class A or 
Class B shares. 


(A 8our carempn iar CfA. FA? 


Sar 
; ODAC OAK an 
Rist a, See ee ae 
[aa iene t : ‘ 
eave Ro Mae eels 
i : i , s 
nt 1 i a ie ed 


FINNING TRACTOR & EQUIPMENT COMPANY LIMITED 


You will notice from the enclosed Information Circular that Class B. 
Shares are convertible into Class A shares if there is an offer to purchase 
all Class A shares which the present controlling shareholders wish to accept. 
The intent is to ensure that the holders of Class B shares will have the 
opportunity to receive any takeover bid premium. 


We sincerely believe that this capital alteration will give us a great 
deal of financial flexibility for all future equity-related financings and 
wholeheartedly recommend your approval. We hope you will attend this Meeting 
so that we may answer any questions you may have. 


Yours very truly, 


oung, 
man of the Board. 
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FINNING 


FINNING TRACTOR & EQUIPMENT COMPANY LIMITED 


HEAD OFFICE: 555 GREAT NORTHERN WAY, VANCOUVER, B.C. V5T 1E2 © PHONE (604) 872-4444 © TELEX 04-508717 © CABLE ADDRESS "FINTRAC" 


INFORMATION CIRCULAR 
SOLICITATION OF PROXIES 


This Information Circular is furnished in connection with the solicitation by the management of Finning 
Tractor & Equipment Company Limited (the ““Company’’) of proxies for use at the Extraordinary General 
Meeting of shareholders of the Company (the “Meeting” to be held at the time and place and for the purpose 
set forth in the accompanying Notice of Meeting. The cost of solicitation will be borne by the Company. 


APPOINTMENT AND REVOCATION OF PROXIES 


A shareholder has the nght to appoint a person, who need not be a shareholder, to represent him at the 
Meeting other than the persons designated in the enclosed proxy, who are directors of the Company. A share- 
holder wishing to exercise this right may strike out the names now designated and insert the name of the desired 
person in the blank space provided. 


A shareholder executing the enclosed proxy may revoke it at any time before the Meeting. 


VOTING BY PROXIES 


If the instructions given by a shareholder in the proxy accompanying this Information Circular are certain, 
the shares represented by the proxy will be voted on any poll in accordance with those instructions, unless there 
is a specification to withhold voting. The proxy confers discretionary authority with respect to amendments or 
variations to matters identified in the Notice of Meeting and with respect to other matters which may properly 
come before the Meeting. The Company has no knowledge at this time of any such amendments, variations or 
other matters. 


VALIDITY AND DEPOSIT OF PROXIES 


The proxy will not be valid unless completed and deposited in accordance with the instructions set out in 
the proxy. 


VOTING SHARES 

The Company is authorized to issue 40,000,000 common shares without par value (the “Common Shares”) 
of which 15,885,600 Common Shares are outstanding and each share is entitled to one vote. 

Shareholders of record at the close of business on April 22, 1981 will be entitled to vote at the Meeting, in 
person or by proxy. 

To the knowledge of the directors and senior officers of the Company, no person or company beneficially 
owns directly or indirectly equity shares carrying more than 10% of the voting rights attached to all equity shares 
of the Company except: 


Number of — Percentage of 
Name Common Shares Common Shares 
Bartrac Holdings Ltd. 5,577,800 35.1% 


Tractor Holdings Ltd. 5,577,800 35.1% 
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Of the Common Shares owned beneficially by Bartrac Holdings Ltd. and Tractor Holdings Ltd., 3,154,096 
owned by each are the subject of a Voting Trust Agreement between W. Maurice Young, a director and 
Chairman of the Board of Directors of the Company, Canada Permanent Trust Company, Bartrac Holdings 
Ltd. and Tractor Holdings Ltd., under the terms of which Mr. Young is Voting Trustee. The voting shares of 
Bartrac Holdings Ltd. and of Tractor Holdings Ltd. are owned equally by Joanne Earlene Barker and Mary 
Margaret Young. Joanne Earlene Barker is the wife of William T. Barker, a director of the Company. Mary 
Margaret Young is the wife of W. Maurice Young. 


PARTICULARS OF MATTERS TO BE ACTED UPON 


Purpose of Meeting 

The Extraordinary General Meeting has been called for the purpose of passing a special resolution altering 
the capital of the Company to change one-half of the issued and unissued Common Shares to class A voting 
shares; to change the balance of the Common Shares to class B non-voting shares; to increase the number of 
authorized shares; and to make certain consequential amendments. 


Characteristics of Shares 

The class A voting and the class B non-voting shares will rank equally in all respects except that: 

(a) The class B non-voting shares will not have the right to vote except in connection with certain matters 
specified by law or to be provided for in the Articles of the Company. These matters include a sale or 
other disposition of all or substantially all of the assets of the Company, the liquidation of the Com- 
pany, the amalgamation of the Company and any alteration in the capital of the Company which will 
prejudice or interfere with the rights and restrictions attached to the class B non-voting shares. 


(b) The class A voting shares will be convertible into class B non-voting shares at any time at the election 
of a holder. 


(c) The class B non-voting shares will be convertible into class A voting shares under certain circum- 
stances, including if there is an offer to purchase all class A voting shares which the present controlling 
shareholders wish to accept. 


The class A voting shares and the class B non-voting shares are entitled to participate equally with respect 
to dividends and with respect to the return of capital on a winding up or liquidation of the Company. 


Reasons for Capital Alteration 

It is the opinion of management of the Company that the proposed capital alteration will provide flexibility 
in financing the Company. In particular, the Company expects to file within the next few days a preliminary 
prospectus relating to an issue of unsecured debentures convertible into class B non-voting shares. These 
debentures, in common with other similar convertible securities, should enjoy a favourable interest rate and 
significantly reduce the Company’s cost of funds. By creating a class of non-voting securities, a dilution in the 
voting rights of the present shareholders will be avoided. 


Effect of Capital Alteration 

The effect of the proposed capital alteration is that for each two Common Shares now held, a shareholder 
will receive one class A voting share and one class B non-voting share. For example, a shareholder who held 100 
Common Shares on December 31, 1980, now has 200 Common Shares as a result of the stock split effected at the 
Annual] General Meeting held on March 3], 1981. As a result of the capital alteration now proposed, those 200 
shares will be changed into 100 class A voting shares and 100 class B non-voting shares. The equity ownership of 
all shareholders and the relative voting position of each shareholder will remain unchanged. 


Procedure 

Each common shareholder will shortly receive an additional share certificate representing Common Shares 
as a result of the stock split effected at the Annual General Meeting. After the proposed capital alteration has 
become effective, the Company will advise each shareholder and request that he forward his certificates for 
Common Shares to the transfer agent, who will then mail to him new certificates for class A voting and class B 
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non-voting shares. It is expected that trading in the Common Shares on the Toronto and Vancouver Stock 
Exchanges will cease and trading in the class A voting and class B non-voting shares will commence on or about 
May 20, 1980. 


CANADIAN FEDERAL INCOME TAX INFORMATION 


The following comments are confined to the application of the Income Tax Act (Canada) (the “Act”) as 
currently in force to shareholders whose Common Shares are capital property for the purposes of the Act. 
Generally, a share will be capital property unless a disposition of the share by the holder would give rise to 
income from carrying on a business of trading and dealing in shares or from an adventure in the nature of trade. 
These comments are intended to summarize the Canadian federal income tax consequences and are not 
intended to be a substitute for the advice of a shareholder’s own tax advisors. 


In general, the federal income tax consequences to a shareholder of the Company will be as follows: 


1. Holders of Common Shares will not realize a capital gain or a capital loss for the purposes of the Act as a 
result of the capital reorganization. 


2. The aggregate cost for purposes of the Act of class A voting shares and class B non-voting shares receivable 
by a holder of Common Shares as a result of the reorganization will be equal to the aggregate of the adjusted 
cost bases, immediately before the reorganization, of the Common Shares held by him. The Act provides that 
the apportionment of such aggregate cost as between class A voting shares and class B non-voting shares 
receivable shall be calculated on the basis of the ratio of the fair market value of each such class A voting share 
and class B non-voting share immediately after the reorganization to their total fair market value immediately 
after the reorganization. 


3. For the purpose of determining the adjusted cost bases of Common Shares acquired before 1972, those 
holders that follow the tax-free zone method will as a result of the reorganization be deemed to have a cost per 
such share equal to the amount that is neither the greatest nor the least of (a) actual cost before 1972, (b) fair 
market value on December 22, 1971 (“Valuation Day’) after accounting for stock splits, and (c) fair market 
value immediately before the reorganization of such share. For those holders that have elected to follow the 
Valuation Day method of determining cost, the cost of Common Shares acquired before 1972 by such holders 
will, for the purpose of determining the adjusted cost bases of such shares, be equal to the fair market value of 
such shares on Valuation Day after taking into account stock splits. 


4. A holder of class A voting shares who subsequent to the reorganization and in accordance with the nghts 
and restrictions attached thereto converts any of his class A voting shares into class B non-voting shares or 
converts any of his class B non-voting shares into class A voting shares will not realize a capital gain or capital 
loss for purposes of the Act as a result of such conversion. 


The foregoing relates only to federal income tax consequences and only Canadian tax advisors have been 
consulted in respect of the reorganization. Accordingly, a shareholder who is concerned as to his tax lability 
under provincial law (particularly if resident in the Province of Quebec) or who may become liable to tax as a 
result of these transactions under a taxing statute of a jurisdiction outside of Canada should consult tax counsel 
in such jurisdiction for further advice. 


Because income tax considerations may be important in assessing the effects of the proposed transactions, 
and because the law in this area is complex, it is recommended that all shareholders consult their advisors. 


INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 


No director or senior officer of the Company, nor any person or company who to the knowledge of the 
directors or senior officers of the Company beneficially owns directly or indirectly more than 10% of the voting 
shares of the Company or any associate or affiliate of such person or company, has any material interest, direct 
or indirect, in any transactions since the commencement of the Company’s last completed fiscal year or any 
proposed transaction which has materially affected or will materially affect the Company or any of its subsidiar- 


ies. 


DATED as of the 22nd day of April, 1981. 
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SCHEDULE TO INFORMATION CIRCULAR 


TEXT OF SPECIAL RESOLUTION 
ALTERING THE CAPITAL OF THE COMPANY 


BE IT RESOLVED as a special resolution that: 


. 12,057,200 unissued and 7,942,800 issued common shares without par value in the capital of the Company 


be named and designated “class A voting shares”; 


. The remaining 12,057,200 unissued and 7,942,800 issued common shares without par value in the capital of 


the Company be named and designated “class B non-voting shares”; 


. The class A voting shares and the class B non-voting shares shall have attached thereto the special rights and 


restrictions set forth in Part 24 of the Articles of the Company; 


The class A voting shares and the class B non-voting shares shall be apportioned among the registered 
holders of common shares of the Company so that each registered holder of common shares shall become 
the holder of one class A voting share and one class B non-voting share for each two common shares held by 
him, and if the number of common shares held by any such holder shall not be eras divisible by two, the’ 
additional share to be apportioned to such holder shall be a class A voting share; 


. The authorized capital of the Company be increased by creating an additional 20,000,000 class A voting 


shares and an additional 20,000,000 class B non-voting shares so that the authorized capital shall be as set 
out in paragraph 6 of this resolution; 


. Clause 2 of the memorandum of the Company be amended to read: 


“The authorized capital of the Company consists of 85,000,000 shares divided into: 

(a) 40,000,000 class A voting shares without par value having attached thereto the special rights and restric- 
tions set forth in Part 24 of the Articles of the Company; 

(b) 40,000,000 class B non-voting shares without par value having attached thereto the special rights and 
restrictions set forth in Part 24 of the Articles of the Company; and 

(c) 5,000,000 preferred shares without par value having attached thereto the special mghts and restrictions 
set forth in Part 22 of the Articles of the Company of which 600,000 preferred shares without par value 
are designated as ‘Cumulative Redeemable Convertible Preferred Shares, Series A’ having attached 
thereto the special rights and restrictions set forth in Part 23 of the Articles of the Company.” 


. The Articles of the Company be amended by the addition of the following as Part 24: 


“PART 24 — RIGHTS AND RESTRICTIONS ATTACHED TO CLASS A VOTING SHARES AND 
CLASS B NON-VOTING SHARES 


24.1 Except as otherwise provided in this Article 24.1, the registered holders of the class B non-voting 
shares shall not, as such, be entitled to receive notice of or to attend or to vote at any meetings of members 
of the Company. If the Company proposes to (i) sell, lease or transfer or otherwise dispose of its properties 
and assets substantially as an entirety other than to one or more wholly owned subsidiaries of the Company, 
or (i1) voluntarily liquidate, dissolve or wind-up or distribute its assets among its members for the purpose of 
winding-up its affairs, the registered holders of class B non-voting shares shall be entitled to receive notice of 
any meeting of members of the Company at which such action is to be considered, and shall be entitled to 
attend such meeting and vote thereat on any resolution adopting such action on the basis of one vote for 
each class B non-voting share. 


24.2 Each holder of class A voting shares shall be entitled at his option at any time and from time to time 
(subject as hereinafter provided) to have all or any part of the class A voting shares held by him converted 
into class B non-voting shares as the same shall be constituted at the time of such conversion upon the basis 
of one class B non-voting share for each one class A voting share in respect of which the conversion right is 
exercised. 

The conversion right provided for in this Article 24.2 may be exercised by notice in writing given to the 
transfer agent for the class B non-voting shares of the Company accompanied by the certificate or 
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certificates representing class A voting shares in respect of which the holder thereof desires to exercise such 
right of conversion and such notice shall be executed by the person registered on the books of the Company 
as the holder of the class A voting shares in respect of which such right is being exercised or by his duly 
authorized attorney and shall specify the number of class A voting shares which the holder desires to have 
converted. Upon receipt of such notice the Company shall issue’certificates representing class B non-voting 
shares upon the basis above prescribed and in accordance with the provisions hereof to the registered holder 
of the class A voting shares represented by the certificate accompanying such notice. If less than all the class 
A voting shares represented by any certificate are to be converted, the holder shall be entitled to receive a 
new certificate for the class A voting shares representing the shares comprised in the original certificate 
which are not to be converted. 


24.3 If an Offer is made, then subject to Article 24.4, each holder of class B non-voting shares shall be 
entitled at any time and from time to time thereafter to have all or any part of the class B non-voting shares 
held by him converted into class A voting shares as the same shall be constituted at the time of such 
conversion on the basis of one class A voting share for each class B non-voting share in respect of which the 
conversion is exercised. 


The right provided for in this Article 24.3 may be exercised by delivery to the transfet agent for the class A 
voting shares of the certificate or certificates representing the class B non-voting shares which the registered 
holder thereof desires to have converted, with the direction to convert on the reverse of such share certificate 
or a form to like effect, duly completed and executed by the registered holder or his duly authorized 
attorney. If less than all the class B non-voting shares are to be converted, the registered holder shall be 
entitled to receive a new certificate for the class B non-voting shares representing the shares comprised in the 
original certificate and not converted. 


24.4 The right provided for in Article 24.3 shall not come into effect if: 

(a) there shall be delivered to the transfer agent for the class A voting shares and to the Secretary of the 
Company not later than seven days prior to the Expiry Date, a certificate signed by or on behalf of one 
or more members of the Majority Group to the effect that a member or members of the Majority Group 
hold in the aggregate not less than 60% of the class A voting shares and that such member or members 
will not accept the Offer or will accept it only to the extent that he or they will continue to hold 60% or 
more of the class A voting shares; or 

(b) the Secretary of the Company shall deliver to the transfer agent for the class A voting shares not later 
than seven days prior to the Expiry Date, a certified copy of a resolution of the Board of Directors 
determining that the Offer is not bona fide but is made primarily for the purpose of causing the 
conversion right provided for in Article 24.3 to come into effect and not for the purpose of acquiring 
class A voting shares and stating the basis for such determination; or 

(c) at the time the Offer is made, an offer on the same terms and conditions is made to the holders of class B 
non-voting shares; or 

(d) the Offer is not completed in accordance with its terms as they may be modified in compliance with any 
applicable legislation. 


24.5 If the right provided for in Article 24.3 becomes effective, the Company shall, forthwith after the 
seventh day preceding the Expiry Date, forward to each registered holder of class B non-voting shares, a 
notice advising each holder of class B non-voting shares of his rights hereunder. 


24.6 If there shall be an Offer, the Company shall make all necessary arrangements with the transfer agent 
for the class A voting shares (in this Article 24.6 called the “Transfer Agent”) for the tender of a certificate 
representing class A voting shares into which class B non-voting shares shall be convertible, and for the 
payment or transfer to the persons entitled thereto of all consideration payable by the offeror pursuant to 
the Offer and of share certificates representing class A voting shares to the extent that they have not been 
taken up and paid for pursuant to a completed Offer. If the Offer is not completed in accordance with its 
terms as modified in compliance with any applicable legislation, the right provided in Article 24.3 shall not 
be effective and the Transfer Agent shall deliver to the persons entitled thereto new certificates representing » 
the number of class B non-voting shares delivered to the Transfer Agent pursuant to Article 24.3. 
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24.7 In this Part 24, the following terms shall have the following meanings: 

(a) “Offer” shall mean an offer to purchase class A voting shares which 1s made to all or substantially all 
holders of class A voting shares; 

(b) ‘Offer Date” shall mean the date on which the Offér is made; 

(c) “Expiry Date” shall mean the last date upon which holders of class A voting shares may accept the 
Offer; 

(d) “Majority Group” shall mean: 

(i) William Maurice Young, Mary Margaret Young, William Thorvald Barker, Joanne Earlene Barker, 
their children, grandchildren and other descendants (including children, grandchildren and other 
descendants who are adopted); 

(ii) companies of which a majority of the shares then having voting rights are owned, directly or 
indirectly by or for the benefit of, persons described in subclause (1); 

(111) trusts under which the only persons having a capital interest in the class A voting shares are persons 
described in subclause (1). 


24.8 Neither the class A voting shares nor the class B non-voting shares shall be subdivided or consoli- . 
dated unless contemporaneously therewith the other class of shares is subdivided or consolidated in the 
same proportion. 


24.9 Save as aforesaid, each class A voting share and each class B non-voting share shall have the same 
rights and restrictions and be the same in all respects, and in particular: 


(a) the class A voting and the class B non-voting shares shall participate equally as to dividends, and all 
dividends which the Board of Directors may determine to declare and pay in any fiscal year of the 
Company shall be declared and paid in equal amounts per share and at the same time on all the class A 
voting and the class B non-voting shares at the time outstanding without preference or distinction; 

(b) in the event of the liquidation, dissolution or winding up of the Company or any other distribution of 
assets of the Company among its members for the purpose of winding up its affairs, all the property and 
assets of the Company available for distribution to the holders of the class A voting and the class B non- 
voting shares shall be paid or distributed equally, share for share, to holders of the class A voting and 
the class B non-voting shares respectively, without preference or distinction.” 


8. Part 23 of the Articles of the Company be amended to provide that the holders of Cumulative Redeemable 
Convertible Preferred Shares, Series A shall have the right to convert such shares into class A voting shares 
rather than into common shares as presently set out therein and to provide that the payment of dividends to 
the holders of Cumulative Redeemable Convertible Preferred Shares, Series A shall be in priority to pay- 
ment of dividends upon the class A voting shares and class B non-voting shares rather than upon the 
common shares as presently set out therein, so that Part 23 of the Articles of the Company shall read as 
follows: 


“PART 23 — SERIES A PREFERRED SHARES WITHOUT PAR VALUE 
The first series of preferred shares without par value created pursuant to Article 22 of the Articles of 
the Company are designated as Cumulative Redeemable Convertible Preferred Shares, Series A (the “Series 
_A preferred shares’) and in addition to the special rights and restrictions attached thereto as a class by 
Article 22, shall have attached thereto the following special rights and restrictions: 


23.1 Dividends 

The holders of the Series A preferred shares shall be entitled to receive cumulative preferential cash 
dividends at a rate calculated daily equal to 50% of the prime commercial rate of the Toronto-Dominion 
Bank plus 4% per annum (the “Dividend Rate”), payable quarterly on the last days of March, June, 
September and December in each year on the amount paid up thereon. The prime commercial] rate of the 
Toronto-Dominion Bank shall mean that rate of interest payable from time to time on Canadian fund loans 
made by the Toronto-Dominion Bank to corporate borrowers of the highest credit rating designated as such 
from time to time by the Toronto-Dominion Bank, Main Branch at Vancouver, British Columbia. No 


6 


ER I IT IN IN RR TTT NE 2 EI TE EE TD TICE SOT I TG OTE I NIE SE OL | SET I IE ee SEIT FS eT eo 


te SE 
PRO IE 


ver 7 
‘ ve 
A af be 
hi 
tay 
a 
7 1 
M 
’ ei ee x 
’ ye Ww : 
ms ‘ . ; P ar ten ty se Be Ue 
qe ha F og eae Ae 1 . re Daa ig Aone | Fa 
y ites i Mw 
’ 4 yi ra | ile Pee Clk ey 
' vr! 5 + Ae ie aa 
: PY, Unwed 
; rs 
4 
r ¢ M keg } 
- 
A 
i 
r 
j ' : 
dy 
‘ 
5 
4 f 
é 
i 
¢ \ hie 
oy a) Rete aT 
“OAy 
Ws 
ie ) ae 
] 
i Fi 1 ; 


ee tie dept iepat 
‘ # oe Pe 


' 1 
h 
j 
, POLS 
4 
' if" 
f { avy 4 i at 
en Hi , De 
fas bes Dearden alt ae anes ali 
4 a ae ah n 
- i a) menue > oe Ori a 
OD TR PEG RE Ty Sat 


0 ope. wd ¥ 
t , a ee , Ae 
‘ earls Pek RE Ses: Rae haa 


7 Fj fee 
a. , Oke debt itil ne 
t are. Ue ae ha Sra 
» ¥. 


atl Gir Me DA i 
ql . ye ie 0 4 mes. 

ah RAT) Why + ‘ne nae ty ae 

shone ee bode heels penvay Meee leet 


Iai aaiviona 


7 ; ; UP 
i : A ae i 
f 


mm 


wy 
Pe ay ye 


mar Poe cramans 
af Y oe 


dividends shall be paid or set apart for payment upon the Equity Shares unless all cumulative preferential 
dividends on the Series A preferred shares have been declared and paid or set aside for the current quarterly 
period and for all previous quarterly periods. 


23:2 Redemption 

The Company may upon giving notice as hereinafter provided, redeem at any time the whole or 
from time to time any part of the then outstanding Series A preferred shares on payment for each share to 
be redeemed of an amount (the “Redemption Price”) equal to 100% of the amount paid up on such share, 
together with an amount equal to all accrued and unpaid dividends, whether declared or not, which divi- 
dends shall be calculated as if such dividends were accruing from day to day. In case a part only of the then 
outstanding Series A preferred shares is at any time to be redeemed pursuant to this Article 23.2, the shares 
so to be redeemed shall be selected by the directors and need not be pro rata,or selected by lot. The directors 
may redeem all or a portion of the Series A preferred shares held by one or more persons to the entire or 
partial exclusion of any other person or persons. 


23.3. Notice of Redemption and Waiver 


23.3.1 Notice of Redemption 

In case of any redemption of any Series A preferred shares, the Company shall at least 16 days 
before the date specified for redemption mail or deliver to each registered holder of Series A preferred shares 
to be redeemed, a notice in writing of the intention of the Company to redeem such Series A preferred 
shares. However, except as provided in the next following sentence, no notice of redemption of any Series A 
preferred shares given after two years after the Date of Issue of such preferred shares shall have the effect of 
reducing the time within which a holder of Series A preferred shares may exercise his right to convert Series 
A preferred shares as herein provided. Notwithstanding any other provision hereof, the Company may at 
any time redeem all, but not less than all, the outstanding Series A preferred shares by not less than 90 days 
prior notice to each registered holder thereof, such notice to be given in the manner herein provided. Any 
notice of redemption shall be mailed in a prepaid envelope or delivered to each such holder at his address as 
it appears on the books of the Company or in the event of the address of any such holder not so appearing, 
then to the last known address of such holder, provided however, that accidental failure to give any such 
notice to one or more such holders shall not affect the validity of such redemption. Such notice shall set out 
the Redemption Price and the date on which redemption is to take place and if part only of the Series A 
preferred shares held by the person to whom it is addressed is to be redeemed, the number thereof so to be 
redeemed. Unless the holder shall have exercised the conversion privilege set forth in Article 23.4 on or after 
the date so specified for redemption the Company shall pay or cause to be paid to or to the order of each 
registered holder of the Series A preferred shares to be redeemed, the Redemption Price on presentation and 
surrender, at the registered office of the Company or any other place designated in such notice, of the 
certificate for the Series A preferred shares called for redemption. Such payment may be made by cheques 
payable at par at any branch in Canada of any Canadian chartered bank. Such Series A preferred shares 
shall thereupon be and be deemed to be redeemed and shall be cancelled. If a part only of the shares 
represented by any certificate is redeemed, a new certificate for the balance shall be issued at the expense of 
the Company. From and after the date specified in any such notice, the Series A preferred shares called for 
redemption shall cease to be entitled to dividends and the holders thereof shall not be entitled to exercise 
any of the rights of holders in respect thereof (except as herein otherwise specifically provided) unless 
payment of the Redemption Price shall not be made upon presentation of certificates in accordance with the 
foregoing provisions, in which case the rights of the holders shall remain unaffected. The Company shall 
have the right at any time after the mailing or delivery of notice of its intention to redeem any Series A 
preferred shares to deposit the Redemption Price for such shares, other than shares represented by 
certificates theretofore surrendered by holders in connection with such redemption, into a special account in 
any chartered bank or trust company in Canada named in such notice. The Redemption Price so deposited 
shall be paid without interest to or to the order of the respective holders of such Series A preferred shares 
called for redemption upon presentation and surrender to such bank or trust company of the certificates 
representing the same. Upon such deposit of the Redemption Price or upon the date specified for redemp- 
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tion in such notice, whichever is the later, the Series A preferred shares in respect of which such deposit shall 
have been made, shall be deemed to be redeemed, and shall be cancelled and the rights of the holders 
thereof after such deposit shall be limited to receiving without interest their proportionate part of the total 
Redemption Price so deposited against presentation and surrender of the certificates held by them respec- 
tively. Any interest allowed on any such deposit shall belong to the Company. If the Company deposits the 
Redemption Price as contemplated hereby and if any holder of any Series A preferred shares shall fail to 
claim his portion of the Redemption Price prior to the expiration of three years following the date on which 
redemption was to take place, then the unclaimed portion of the Redemption Price shall be returned to the 
Company and the claim of any such holder for such portion of the Redemption Price shall thereupon be 
extinguished. 


23.3.2 Waiver of Notice of Redemption 
Notwithstanding the provisions of paragraph 23.3.1 the holders of the Series A preferred shares may 
waive notice of any redemption by instrument or instruments in writing. 


23.4 Conversion Privilege 


23.4.1 For the purposes of this Part 23: 

“Class A Shares” shall mean the class A voting shares without par value of the Company as those shares 
were consituted on the date on which the special resolution creating such shares shall have become effective 
or shares of any other class or any other security resulting from any common share reorganization as defined 
in paragraph 23.4.4; 

“Close of Business” shall mean the normal closing hour of the Company or such other office at which 
certificates for Series A preferred shares are surrendered for conversion; 


“Common Shares” shall mean the common shares without par value of the Company as those shares were 
constituted on December 19, 1980 or shares of any other class or any other security resulting from any 
common share reorganization as defined in paragraph 23.4.4; 


“Conversion Factor” for any Series A preferred shares shall mean the figure which results when the issue 
price for such Series A preferred shares is divided by the Conversion Price applicable thereto, all as adjusted 
from time to time in accordance with paragraph 23.4.4; 


“Conversion Price” for any Series A preferred shares shall mean 115% of the Current Market Price applica- 
ble to such Series A preferred shares; 

“Current Market Price” of the Common Shares as at any Issue Date or the Class A Shares as at any Issue 
Date shall mean the average of the prices per share at which the last board lot of the Common Shares or the 
Class A Shares, as the case may be, traded on The Toronto Stock Exchange (or, if the Common Shares or 
the Class A Shares are not listed on The Toronto Stock Exchange, on such stock exchange on which such 
shares are listed as may be selected for that purpose by the Board of Directors) on each of the last five 
trading days on which board lots traded before such Issue Date; 


“Equity Shares” shall mean collectively the Common Shares, the Class A Shares and the class B non-voting 
shares without par value of the Company; 

“Issue Date” or “Date of Issue” shall mean with respect to any Series A preferred shares, the date of issue as 
specified by the Executive Committee of the Board of Directors; 


23.4.2 Right of Conversion 

A holder of Series A preferred shares shall have the right, exercisable at any time after, but not 
before the date two years after the Date of Issue of such Series A preferred shares and up to the Close of 
Business on the date ten years after the Date of Issue of such Series A preferred shares, to convert such 
Series A preferred shares into Class A Shares on the basis set forth in paragraph 23.4.3. 


23.4.3 Number of Class A Shares Issuable on Conversion 
The number of Class A Shares issuable on conversion of Series A preferred shares shall be equal to 
the number of Series A preferred shares to be converted multiplied by the Conversion Factor. 
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23.4.4 Adjustment of Conversion Factor 

The Conversion Factor shall be subject to adjustment from time to time as follows: 

(a) if the Company shall subdivide any or all of the Equity Shares into a greater number of shares; 
or if the Company shall issue in exchange for any or all of the Equity Shares a greater number of 
Equity Shares; or if the Company shall reduce the number of any or all of the Equity Shares by 
combination or consolidation of shares; of if the Company shall issue in exchange for the 
outstanding Equity Shares a smaller number of Equity Shares (any of which together with any 
reclassification, change or other fact referred to in paragraph 23.4.4(b) is hereinafter called a 
“common share reorganization’’) then in each case from and after the effective date for such 
common share reorganization the Conversion Factor shall be adjusted by multiplying the Con- 
version Factor by a fraction the numerator of which is the number of Equity Shares resulting 
from such common share reorganization and the denominator of which is the number of Equity 
Shares outstanding just prior to such common share reorganization; and 

(b) if any reclassification or any change shall be made in the outstanding Equity Shares other than a 
common share reorganization referred to in paragraph 23.2.4(a) or if the Company shall issue 
any additional Equity Shares or securities convertible into or exchangeable for additional Equity 
Shares or if any other fact occurs which, in the opinion of the Board of Directors of the 
Company, would not fairly protect the conversion rights of the holders of the Series A preferred 
shares in accordance with the intent hereof, then the Board of Directors of the Company shall 
make an adjustment in the Conversion Factor which in their opinion will protect fairly the 
conversion rights attached to the Series A preferred shares. 


23.4.5 Conversion Procedure 

The conversion privilege herein provided for may be exercised by notice in writing given to the 
Company through its Secretary at the address provided for in these Articles accompanied by the certificate 
or certificates representing Series A preferred shares in respect of which the holder thereof desires to exercise 
such right of conversion. Such notice shall be signed by such holder or his duly authorized representative 
and shall specify the number of Series A preferred shares which the holder desires to have converted. The 
transfer form on the reverse of the certificate in question shall be endorsed by the registered holder of the 
Series A preferred shares or his duly authorized representative, with signature guaranteed in a manner 
satisfactory to the Company. If less than all of the Series A preferred shares represented by a certificate or 
certificates accompanying such notice are to be converted the holder shall be entitled to receive at the 
expense of the Company, a new certificate representing the Series A preferred shares comprised in the 
certificate or certificates surrendered as aforesaid which are not to be converted. 


23.4.6 Termination of Conversion Right in Certain Events 
If any of the events described in this paragraph 23.4.6 shall occur, the right of the holder of Series A 
preferred shares who has resigned or died or been dismissed, retired, or been given notice of redemption, in 
the case of any of the events described in subparagraphs (i) to (iv), and the nghts of all holders of Series A 
preferred shares in the case of the event described in subparagraph (v) to convert his or their Series A 
preferred shares as described in paragraph 23.4.2, shall thereupon terminate with respect to any Series A 
preferred shares the Date of Issue of which occurred within two years of such event and shall terminate at 
the expiration of the following periods of time with respect to any other Series A preferred shares. The 
events and periods of time described in this paragraph 23.4.6 are as follows: 
(i) the resignation or dismissal of the holder 15 days from notice of resignation or dismissal 
from employment with the Company other 
than due to retirement, 
(ii) the retirement of the holder from employ- 180 days from date of retirement 
ment with the Company in accordance with 
the retirement policy of the Company from 
time to time in force, 


(111) the death of the holder, 365 days from date of death 
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(iv) the giving by the Company of a notice of 90 days from notice of redemption 
redemption of all or any portion of the 
Series A preferred shares, 


(v) termination of the Company’s Employee 90 days from date of notice of termination of plan 
Share Purchase Plan pursuant to which the 
Series A preferred shares have been issued. 


23.4.7 Certificates Resulting from Conversion 

On any conversion of Series A preferred shares, share certificates for Class A Shares resulting 
therefrom shall be issued in the name of the registered holder of the Series A preferred shares converted or 
in such name or names as such registered holder may direct in writing, provided that such registered holder 
shall pay any applicable security transfer or other applicable taxes. Except as hereinafter provided, the right 
of a holder of Series A preferred shares to convert Series A preferred shares into Class A Shares shall be 
deemed to have been exercised, and the registered holder of the Series A preferred shares to be converted (or 


any person or persons in whose name or names any such registered holder of Series A preferred shares shall. 


have directed certificates representing Class A Shares to be issued) shall be deemed to have become a holder 
of Class A Shares of record of the Company for all purposes on the respective dates of surrender of 
certificates representing the Series A preferred shares to be converted accompanied by notice in writing as 
herein provided, notwithstanding any delay in the delivery of certificates representing the Class A Shares 
into which such Series A preferred shares have been converted. 


23.4.8 Avoidance of Fractional Shares 

In any case where a fraction of a Class A Share would otherwise be issuable on conversion of one or 
more Series A preferred shares, the Company shall adjust such fractional interest by the payment by cheque 
of an amount equal to such fraction multiplied by the Conversion Price applicable to the Series A preferred 


shares converted. 


23.4.9 Postponement of Conversion 

In any case where the application of paragraph 23.4.4 results in an adjustment of the Conversion 
Factor taking effect immediately after the record date for the holders of Equity Shares for the event giving 
rise to the adjustment, if any Series A preferred shares are converted after that record date and prior to 
completion of the common share reorganization, the Company may postpone the issuance to the holder of 
the shares to which he is entitled by reason of the adjustment in the Conversion Factor but such shares shall 
be issued and delivered to that holder upon completion of the common share reorganization and the 
Company shall deliver to the holder an appropriate instrument evidencing his nght to receive such shares. 


23.4.10 Reservation of Class A Shares 

The Company shall, so long as any of the Series A preferred shares are outstanding and entitled to 
the right of conversion herein provided, reserve and at all times hold out of its unissued Class A Shares a 
sufficient number of unissued Class A Shares to enable all of the Series A preferred shares outstanding to be 
converted upon the basis and the terms and conditions herein provided. 


23.5 Creation and Issuance of Class A Shares 

Nothing herein contained shall affect or restnct the mght of the Company to increase the number of 
its Equity Shares in accordance with applicable legislation and to issue such Equity Shares from time to 
time. 


23.6 Notice of Certain Events 

If the Company intends to fix a record date of any common share reorganization or for any rights 
offering or special distribution, the Company shall not less than 21 days prior to such record date notify 
each registered holder of Series A preferred shares of such intention by written notice, which notice shall set 
forth the particulars of the proposed event to the extent that such particulars have been determined at the 
time of giving them notice. 
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23:7 Transferability 

The nghts granted to the holders of Series A preferred shares are personal in nature and the Series / 
preferred shares may not be sold, transferred, assigned or dealt with in any way whatsoever except as ma 
be permitted under the Company’s Employee Share Purchase Plan and the Board of Directors of th 
Company may decline to register any transfer of any Series A preferred shares without providing an 
reasons in that regard. 


23.8 Appointment of Trustee 
‘The Company may, at its option, appoint a trustee, licensed to do business in British Columbia, t 
act on behalf of the Company or to assist the Company in performing its obligations under this Part 23. 


23.9 Issue Price 
All Series A preferred shares shall be issued by the Company for the issue price of $10 per share.” 


. Article 22.2 of the Articles of the Company be amended by deleting therefrom the words “common shares’ 
wherever the same shall appear, and by substituting therefor the words “class A voting shares and class | 
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non-voting shares”. 
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Results in Brief 


(dollars in thousands) 
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Distribution of the Revenue Dollar 


Materials, supplies, services and interest /44 cents —_____- 7 


Tages by all levels of sovermment 5./ cents _________ 


Reinvested earnings 4.2. cents —______________________e 


Dividends 1.0 cent ——£ ————__"" 


Wages, salaries and benefits 14.7 cents ————__—__—____________e 


1979 

$375,417 
28,322 
19,459 
15,182 


$ 4.90 
7.5% 
5.2% 
2,066 


1978 
$287,933 
24,012 
14,769 
11,319 


Race 
8.3% 
5.1% 
1,791 


To the Shareholders 


Revenue for the year 1979 was 
$375,417,004 compared with 
$287,933,418 in 1978, an increase of 
30.4 per cent. Net income increased 
to $19,459 468 from $14,768,675, an 
increase of 31.8 per cent. This 
amounted to $4.90 per share as com- 
pared to $3.72 per share in 1978. 


These results are good when we con- 
sider anumber of factors which went 
against us; particularly, the highest 
level of interest rates on our borrow- 
ings we have ever experienced and a 
prolonged strike in the last quarter at 
Caterpillar’s operations in the 
United States. 


In anticipation of labor difficulties at 
Caterpillar, we built up extremely 
large inventories of parts and equip- 
ment late last summer. This was a 
very fortunate move in that we were 
able to weather most of the impact of 
the interrupted deliveries from 
Caterpillar. These inventories, al- 
though very expensive to carry, did 
have the effect through fall and early 
winter of maintaining good service to 
our customers. 


Caterpillar reached an agreement 
with its Union in December. While 
the strike will have some impact on 
product deliveries, it will not be as 
serious as earlier anticipated. 


You will note that income before 
income taxes declined from 8.3% in 
1978 to 7.5%. This is a disturbing 
trend brought about by the record in- 
terest costs which are only partially 
offset by interest income arising from 
our customer financing activities. 
We are alert to the problem and, 
although no simple solutions are 
obvious, special effort is being made 
to better manage our receivables 

and inventories. 


Our effective tax rate declined, due 
largely to a substantial amount of in- 


Z 


vestment tax credit generated by the 
increase in our leases and rentals. The 
lease portfolio grew from $52 million 
in 1978 to $79 million in 1979. 


Capital expenditures continued at a 
very high rate, totalling $15.2 million 
for the year. Although there is still 
much to be done, we have reached 
the point where we can be more 
selective in timing our future outlays 
to better coordinate our building 
plans. We have a greater degree of 
flexibility in assessing our priorities. 


With very few exceptions, facilities 
at our 34 locations are the very finest 
in quality and the most efficient 
premises we know how to build. 


Our labor negotiations with the 
International Association of 
Machinists and Aerospace Workers 
were very lengthy. Our contract ex- 
pired on October 14 and we did not 
reach an agreement until February 
12. The two-year contract now in 
force should take us to the 30th an- 
niversary of certification without a 
strike; an enviable record, particu- 
larly during these difficult times 

of high inflation and real personal 
concern for the future. Your man- 
agement works hard to maintain 
harmonious relations with all em- 
ployees and the effort is recognized 
and reciprocated. 


Our principal suppliers, particularly 
Caterpillar, continue to improve the 
quality of their products. The growth 
within their product lines allows us 
to reach our growth objectives and 
adaptations of the basic machines 
give us the opportunity to expand 
into new markets. Examples of these 
adaptations are included in the text 
of this Report. 


In May, Airpro expanded into the 
United States market by acquiring 
the operations of Philpott-Close in 


New Series 81 Finning 235 Roadbuilde 
is latest model of machine which in- 
itiated new technique for building lo 
ging road in difficult terrain. 


To the Shareholders (continued) 


the State of Washington. The 
branches in both Seattle and Spokane 
are doing well, up to expectations. It 
is still too early to make a definitive 
statement on profitability, but we are 
very pleased with this acquisition 
and with the quality of the employ- 
ees we have taken on staff. 


Even with a slight decline in demand 
for our equipment in the Interior 
forestry industry, 1980 looks as 
though it will be a good year, with 
mining and heavy construction tak- 
ing up any slack in the overall mar- 
ket. Any decrease in current interest 
rates would have a beneficial effect 
on our results. The strength and 
stability of the Canadian dollar to the 
United States dollar is no longer a 
major concern. 


With year-end order backlogs at 
record levels and the expectations of 
relatively free supply from our manu- 
facturers, we remain optimistic in 
our outlook for 1980. 


W. M. YOUNG 
Chairman of the Board and 
Chief Executive Officer 


J.D. FRAZEE 
President and 
Chief Operating Officer 


Bao ali eta aa 


Highlights of Operations 


Investment in Fixed Assets — 


Revenue (millions of dollars) Net Income (millions of dollars) at cost (millions of dollars) 
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1970  $ 74,092,000 $ 4,867,000 $ 2,384,000 $1,630,000 $ 61 66% 3.2% 1,011 
1971 91,707,000 6,422,000 3,286,000 1,786,000 84 70% 36% 1180 
1972 126,622,000 9,732,000 5,084,000 2552000 131 77% 40% 133 
1973 148,157,000 11,241,000 5,475,000 $533,000 «1.40 7.6% 3.7% — 1577 
1974 162,101,000 15,424,000 7,286,000 3232000 185 96% 45% 1549 
1975 173 812 000 15,675,000 7,942,000 4,628,000 2.00 9.0% 46% 1,467 
1976 199,795,000 14,583,000 8 609,000 4497000 217 738% 43% 1664 
1977. 246,761,000 19,652,000 12,002,000 5,155,000 3.02 8.0% 49% 1,694 
1978 287,933,000 24,012,000 14,769,000 11319000 3.72 838% 51% 1701 
1979 375,417,000 28,322,000 19,459,000 15,182,000 4.90 7.5% 5.2% 2,066 


Financial Statements 


M32 Tank Drill is one of more than 200 
models, pneumatic and hydraulic, now 
in the field. Tank Drills are manufac- 

tured by the Air Products Division. 


Consolidated Balance Sheets 


as at December 31, 1979 and 1978 


Assets 
CURRENT ASSETS: 
Accounts and notes receivable (Note 6) — 
Accounts receivable(Note2).. «tC 


Instalment notes, at principal balances, 
including $25,503,759 due after one year ($22,775,504 in 1978) ............. 


Inventories (Notes 3 and 6) — 


Faujipment.... =... ttt (ss, a #2... 
Pattsandsipplies ........ CCC ti“(‘“‘‘‘(C(‘“;SS(NNC*C*C#C 
Total current assets ................5..... 
EQUIPMENT LEASED TO CUSTOMERS (Notcc4and6) =. . =. 


Buildings andequipment .......................... . = 


Less accumitilated depreciation. ................ sis 


Total fixedassets fet .......... 2 


Approved by the Directors: 


lod 


V.K. SOOD, Director 


J.D. FRAZEE, Director 


1979 


$ 55,584,343 


54,089,792 


95,114,682 


36,153,273 


$ 52,107,688 
19,681,990 


$ 32,425,698 


$360,283,227 


1978 


$ 42,616,803 


49,315,241 


69,075,396 
33,655,018 


$194,662,458 


<a 


$ 40,894,616 
16,149,715 
$ 24,744,901 


$ 29,413,773 


$275,903, 72.2 


Liabilities 


CURRENT LIABILITIES: 


Bee ileviedncss | NoteG)......................... 2. 


Peeoo.s payable and accniais (Note /)).............2.................. 


Income taxes payable (Note 9) — 


OO rrrr—“‘“‘(‘(‘(‘“(‘(‘<‘<‘<‘<‘<‘i‘i‘i‘i‘“C(‘(‘(‘i‘i‘(‘i‘(a‘CSCP) 


Oh MER Noes 


Pet BED INCOME JAXES(|Note9) 1. sa. 


SHAREHOLDERS’ EQUITY (Note 10): 


ee r———“ “EC 


Earnings retained for reinvestment in the business — 


Marsuce bepinnineoryca’ 8. 
rrr rrrrrrrr—“=EEEETs 


Pies. ee, 
Pages Cn Vear 


Tota sharenolders’ equity) ...........5.35...-....0..5.....:. 


The accompanying Notes to Consolidated Financial Statements 
are an integral part of these statements. 


1979 1978 
$179,458,055  $108,166,431 
30,391,020 35,212,147 
299,764 1,440,982 
12,113,882 10,212,329 
$222,262,721  $155,031,889 


$ 66,281,191 
19,459,468 
(3,574,260) 


$ 53,498 216 
14,768,675 
(1,985,700) 


$ 82,166,399 


$ 91,262,961 


$ 66,281,191 


$ 75,377,753 


$360,283,227 


$275,903, 722 


Consolidated Statements of Income 


for the years ended December 31, 1979 and 1978 


REVENUE... .........ttCt«:s:«i‘“‘C“‘C™‘COONUO....OUOUOCO;O!”;!;*;*«*;=~<‘<‘C‘CS;Céi‘(;SC#;S;CONC*C‘CW 


EXPENSES (Notes 13 and 14): 
Cost of sales and sellme expenses... 6. 4. 2. 


General and administrative... sd  CCitititi‘(CSC*C*CO 


ee a ee ee ee 


Se Ne oe ee ee ee i ak ee ee ee ee ees 


The accompanying Notes to Consolidated Financial Statements 
are an integral part of these statements. 
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1979 1978 
$375,417,004 — $287,933,418 
$307,236,286  $236,432,076 

18,519,632 16,683,343 
18,450,984 9,830,908 
2,887,830 975,000 
$347,094,732  $263,921,327 


$ 28,322,272 


8,862,804 


$ 24,012,091 
9,243,416 


$ 19,459,468 


$ 14,768,675 


$ 4.90 


$ 3.72 


Consolidated Statements of Changes in Financial Position 


for the years ended December 31, 1979 and 1978 


WORKING CAPITAL PROVIDED BY: 


Operations — 


Net income 


Ge ee ee ee ee ee ee oe ee ee ee ee eee 


Add charges not requiring the outlay of working capital — 


Depreciation — 


Equipment leased to customers 


Fixed assets 


Total working capital from operations 


Sales of fixed assets 


Ee Ne ee a ee Mi ee ee De ee ee 


cee eee ew ee wee ee wh oh OC he hh het hh he hh heh ht oO oh hl hhh wh hl Ohh 


Ee Ne te i er et Se Ve te Seer ee ae eee mn ee a ee nt ge ee ee eee 


Pe ae a ee i ee ee 


PN ei ee Se ee a ee a et ee ee Ne ee ee 


fot 7 eti(‘<‘até‘COéC’;COSCONSC#CSC(CNNNNYN’NNN§NRNNN§LU NEL ee... 


WORKING CAPITAL APPLIED TO: 


Additions — 


Equipment leased to customers, net of disposals 


Fixed assets 


Payment of long-term debt 


Dividends paid 


Increase (decrease) in working capital 


WORKING CAPITAL, BEGINNING OF YEAR 


ee ee ee ge ee eed 


Pe eet et fee ear ee ar ee ce er ee er ee ee ee ee ee ee ee ee ee ee) 


ee ee ee ee en ee ee ee ee ee eee 


Pe et See Nee oe ee Ne ee ee ee ee ee ee ee ee ee ee 


Pe a ee ee ee ee ee ee ee 


Eee ee ee ee ee ee 


Syperints( APIIAL PNDDOP YEAR... 2. 2... .2 6 


The accompanying Notes to Consolidated Financial Statements 
are an integral part of these statements. 


1979 1978 
$ 19,459,468  $ 14,768,675 
16,941,680 10,227,584 
3,860,043 2,870,919 
1,863,465 3,659,157 
$ 42,124,656 $ 31,526,335 
282,099 515,470 
= 30,000,000 
$ 42,406,755 —$ 62,041,805 
$ 44,001,476  $ 21,274,759 
15,182,219 11,318,534 
600,000 153,094 
3,574,260 1,985,700 
$ 63,357,955 $ 34,732,087 
$ (20,951,200) $ 27,309,718 
39,630,569 12,320,851 
$ 18,679,369  $ 39,630,569 


Notes to Consolidated Financial Statements 


December 31, 1979 


1. PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the 
assets, liabilities and results of the operations of all 
subsidiary companies and of the partnership, 
Finning Tractor Co. 


The subsidiary companies, which are wholly-owned, 

are: 

Airpro Equipment, Inc. 

Airpro Equipment Ltd., also operating as Finning Air 
Products Division 

Finning Computer Services Ltd. 

Finning Finance Limited 

Finning Tractor (1959) Ltd. 


The accounts of Airpro Equipment, Inc., which com- 
menced operations on May 31, 1979, have been trans- 
lated into Canadian dollars using the exchange rate pre- 
vailing at the balance sheet date. 


Finning Tractor Co. is a partnership between Finning 
Tractor & Equipment Company Limited and Finning 
Tractor (1959) Ltd. 


2. ACCOUN IS RECEIVABLE 


The Company has invested $2,500,000 in a Dome Petro- 
leum Limited off-shore drilling program in the Beaufort 
Sea. This is a ‘carried interest’’ arrangement whereby 
the Company does not have to provide further funds to 
bring about the completion of the drilling program, re- 
gardless of circumstances. 


After application of federal income tax recoveries, this 
investment is recorded at a net cost of $460,000 and is 
included in accounts receivable. 


3. INVENTORIES 


Inventories are stated at the lower of cost and net realiz- 
able value. Cost has been determined on a specific item, 
actual cost basis for equipment and on a first-in, first- 
out basis for parts and supplies. 


4. EQUIPMENT LEASED TO CUSTOMERS 


1979 1978 
Cost... 2... $106,368,896 $ 70,715,813 
Less accumulated 
depreciation .. 2... 27,481,609 18,888,322 


$ 78,887,287 $ 51,827,491 


Depreciation of equipment leased to customers has 
been provided in the accounts in equal monthly 
amounts over the terms of the individual leases after 
giving recognition to the estimated residual value of 
each unit of equipment at the end of each lease. 


Under the terms of the lease agreements in effect at 
December 31, 1979, $13,438,077 of the above costs will 
be recovered in 1980 ($12,231,670 in 1979). 


5. FIXED ASSETS 


Depreciation of fixed assets has been provided in the 
accounts at the following annual rates on a declining 
balance basis: 


Buildings... 4... 0... 5% and 10% 
Ceoncralcquipmicnt.... 4... 20% 
AutOMOUVeequipment.................. 30% 


6. BANK INDEBTEDNESS 


1979 1978 

Demand bank notes > 8,112,735 $$ Jeane 
Bankers’ acceptances 

payable at various 

dates within 22 days 

after December 31, 1979 

(within 30 days after 

December 31,1978) 171,345,320. —«105, 332,122 

$179,458,.055 $108,166,431 


Demand bank notes and bankers’ acceptances are se- 
cured by a general assignment of accounts and notes 
receivable, by an assignment of insurance on inven- 
tories and by a first floating charge on current assets and 
equipment leased to customers. The loan agreement 
with the bank contains certain restrictions which, 
among other things, limit distribution to shareholders 
as explained in Note 10. 


__ 7. CURRENCY TRANSLATION 


The accounts payable and accruals include $2,933,692 
($6,556,836 in 1978) payable in U.S. funds which has 
been translated into Canadian dollars using the ex- 
change rate prevailing at the balance sheet date. 


8. LONG-TERM DEBT 


The long-term debt consists of 934% Secured Deben- 
tures, 1978 Series, to mature September 1, 1985. They 
are secured by a Trust Deed which constitutes a first 
_ fixed charge on substantially all the real property of the 
Company and a first floating charge on all other fixed 
assets. The Company is required to use reasonable ef- 
forts to purchase in the market at least $300,000 princi- 
_ pal amount of Debentures in each six-month period 
ending the last day of February and August in the years 
1979 to 1985 inclusive at prices not exceeding the prin- 
cipal amount and in accordance with the terms of the 
‘Trust Deed. In addition, these Debentures may be re- 
_ deemed after February 29, 1984 at the option of the 
_ Company. 


9. INCOME TAXES 


The provision for income taxes is calculated on the basis 
_ of current effective tax rates. The provision represents 
81.38% (38.5% in 1978) of pre-tax income of $28,322,272 

~ ($24,012,091 in 1978) and is net of the federal invest- 
ment tax credit and the impact of the 3% federal inven- 
tory allowance. 


_ Deferred income taxes have resulted from reporting cer- 
tain items for income tax purposes on bases which differ 
from the Company’s accounting policies. 


The deferred income taxes shown as a current liability 
relate to the following current assets: 


(a) Inventories, which include equipment rented to 
customers on a short-term basis. For accounting 
purposes, depreciation is recorded on the basis of 
rentals billed while for income tax purposes 
maximum allowances are claimed. 


(b) Instalment notes, which include conditional sales 
contracts relating to equipment sales. For account- 
ing purposes, the profit is recognized when the sale 
is made while for income tax purposes the profit is 
reported as principal payments are received. 


The non-current deferred income taxes relate to equip- 
ment leased to customers on which depreciation for 
accounting purposes is recorded as explained in Note 4. 
For income tax purposes, maximum allowances are 
claimed. 


10. RESTRICTIONS ON THE DISTRIBUTION OF 
SHAREHOLDERS’ EQUITY 


The Trust Deed securing the 9% % Secured Debentures, 
1978 Series, and an agreement with the Company’s 
bank contain restrictions on the declaration and pay- 
ment of dividends and the reduction of share capital. 
Under the most restrictive provision, the amount avail- 
able for these purposes was $15,885,208 at December 
31, 1979 ($12,782,975 at December 31, 1978). 


Il. SHARE CAPITAL 


The Company is authorized to issue 10,000,000 Com- 
mon Shares without par value, of which 3,971,400 were 
outstanding at December 31, 1979. There were no 
changes in the outstanding share capital during 1979 
and 1978. 


12. STOCK OPTIONS 


Under an employee stock option plan established in 
1969, 111,000 Common Shares remain reserved. Op- 
tions on these shares may be granted at prices not less 
than 90% of the higher of the last reported sale prices of 
such shares on the Vancouver Stock Exchange or The 
Toronto Stock Exchange on the day immediately pre- 
ceding that on which such options are granted. 


13. PENSION PLAN 


The Company retains an independent consultant who 
prepares actuarial reports every two years, the most 
recent of which was prepared as at December 31, 1977. 
The consultant has estimated that the funds in the plan 
were more than adequate to meet the liabilities which 
existed at December 31, 1977. 


Based on actuarial calculations which include a projec- 
tion of future remuneration, the estimated unfunded 
past service cost was $1,056,000 at December 31, 1977. 
Commencing in 1978, this cost is being funded in equal 
annual instalments over a period of eight years and is 
being charged to expense in equal annual instalments 
according to their nature over periods of two and 14 
years. 


Pension expense, including contributions to statutory 
plans, was $1,416,913 in 1979 ($1,253,000 in 1978). 


14. REMUNERATION OF DIRECTORS AND 
SENIOR OFFICERS 


The aggregate remuneration paid by the Company and 
its subsidiaries directly or indirectly to the directors and 
senior officers was $1,000,983 in 1979 ($849,095 in 
1978). 


15. NET INCOME PER SHARE 


Net income per share has been calculated on the 
3,971,400 Common Shares outstanding during 1979 
and 1978. 


Auditors’ Report 


To the Shareholders, Finning 
Tractor &# Equipment Company 
Limited 


We have examined the consoli- 
dated balance sheets of FINNING 
TRACTOR & EQUIPMENT 
COMPANY LIMITED (a British 
Columbia company) AND SUB- 
SIDIARIES as of December 31, 
1979 and 1978, and the related 
consolidated statements of in- 
come and changes in financial 
position for the years then ended. 
Our examination was made in 
accordance with generally ac- 
cepted auditing standards, and ac- 
cordingly included such tests and 
other procedures as we considered 
necessary in the circumstances. 


In our opinion, the accompanying 
consolidated financial statements 
present fairly the financial posi- 
tion of the Company and its sub- 
sidiaries as of December 31, 1979 
and 1978 and the results of their 
operations and the changes in 
their financial position for the 
years then ended in accordance 
with generally accepted account- 
ing principles consistently applied 
during the periods. 


ARTHUR ANDERSEN & CO. 
Chartered Accountants 


February 8, 1980 
Vancouver, Canada 


Review of Operations 


Capital expenditures were atanall-timehighof = == 2 © sepa 
$15.2 million. In the last five years, $40.8 million has been 
spent on land, buildings and equipment. 


SASKATOON 
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Development of new mines and 
expansion of current producers led to 


large volume earthmoving operations. 


Record Sales in Buoyant Markets 


Continued high levels of activity in 
the forest industry and in oil and gas 
exploration, an upsurge in construc- 
tion, and the return to good times for 
the mining industry resulted in 
record sales for the Company in 1979. 


The year was not without its prob- 
lems, such as aggressive competi- 
tion, shortages of some popular 
machines and a three-months’ strike 
at Caterpillar’s U.S. manufacturing 
plants, but increased sales coverage, 
a strong merchandising effort and 

a build-up of inventories in anticipa- 
tion of labor problems enabled the 
Company to exceed objectives. 


The forest industry enjoyed its third 
year of record results. Lumber and 
plywood markets weakened in the 
last half, reflecting higher mortgage 
interest rates and a downturn in 
housing starts, but demand and 
prices for pulp and newsprint were 
excellent in both domestic and ex- 
port sectors. Continuation of the 
favorable Canadian-United States 
dollar exchange rate was a significant 
factor as it was with other export- 
oriented industries. 


CONSTRUCTION SALES CLIMB 

The heavy construction market 
showed a strong increase over 1978, 
keyed by activity at B.C. Hydro’s 
Revelstoke Dam and the associated 
highway relocation. Relatively few 
new grading contracts were called by 
the provincial highways department 
but work continued on projects 
awarded in the previous season — the 
Coquihalla Pass route, Vancouver Is- 
land Highway, the Alaska Highway 
and the Shakwak, which will link 
Haines Junction and Alaska through 
B.C. and the Yukon. Upgrading and 
double tracking of railway lines in 
the province were also carried on. 


Sales to the mining industry were the 
best of the last four years. Machines 
were sold not only for replacement 
but also for increased production and 
new development as world prices and 
demand moved upward. Value of 
mineral production in B.C. rose 44% 
to $2.87 billion with copper the value 
leader. Coal shipments increased 37 
per cent while all other metals and 
minerals, with the exception of zinc, 
recorded similar gains. 


NEW MINES DEVELOPED 

A number of mines prepared for pro- 
duction, including large copper, 
silver and molybdenum properties as 
well as several small gold producers. 


Some new construction along with 
maintenance of existing lines re- 
sulted in an upturn of sales of pipe- 
line equipment. The 20-mile loop 
through the Coquihalla Pass near 
Hope required a large number of 
machines due to extremely rough 
terrain and 19 river crossings. The 
start-up of 83 miles of Westcoast 
Transmission line from Fort Nelson 
late in the year as well as an increase 
in smaller lateral line construction 
throughout the province were other 
noteworthy activities. Equipment 
was needed to replace a section of the 
Pacific Northern Gas Line damaged 
during flooding of the Skeena River 
and to service the Grizzly Valley sys- 
tem in the Peace River country. 


In individual operating areas, north- 
ernmost branches were particularly 
strong. Whitehorse showed a drama- 
tic increase in volume. Placer mining 
operations, which today are on the 
scale of large earthmoving projects, 
expanded to take advantage of the 
skyrocketing price of gold. Estab- 
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Record Sales in Buoyant Markets (continued) 


lished lead, zinc and tungsten pro- 
ducers also enjoyed higher metal 
prices and increased demand. 


Dawson Creek and the newly-opened 
Fort St. John facility worked at capac- 
ity to satisfy demands of exploration 
and development in the “oil patch”. 


In the centre of the province, Prince 
George, largest operation outside of 
Vancouver, experienced a slow year 
as weather hampered woods opera- 
tions in the Spring and a decline in 
U.S. housing starts affected lumber 
shipments later on. 


EXPANSION INTO U.S. 

On May 31, 1979, Philpott-Close 
operations in Washington State were 
acquired, with sales, parts and ser- 
vice centres in Spokane and Seattle. 
Late in the year, operations were ex- 
tended to include Southeast Alaska. 
This subsidiary operates under the 
name of Airpro Equipment, Inc. and 
carries product lines similar to our 
other air equipment operations. 


Two new products, both based on the 
highly successful Caterpillar hy- 
draulic excavator, were developed 
and introduced by the Company. 


One, marketed under the name of 
Motrex for ‘“Mobile Track-Mounted 
Excavator”, is a Caterpillar 225 ex- 
cavator mounted on arail car chassis. 
Self-propelled and capable of speeds 
up to 28 kilometres per hour, the 
Motrex is ideal for railroad right-of- 
way maintenance operating either 
from the rails or, easily dismounted, 
from anywhere alongside the track. 
The unique machine has attracted 
much attention from railroad com- 
panies in North America. 


The other introduction is a Running 
Skyline Yarder, featured on the front 
cover of this Report. The Company 
and Caterpillar participated in the 
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development of this machine with 
Lantec Industries Ltd., of Langley, 
B.C. It is designed for harvesting 
smaller Interior trees, Coastal second 
growth and commercial thinning. It 
differs from traditional yarders, being 
hydrostatically operated, with inher- 
ent advantages in production, per- 
formance and training of operators. It 
is available in two models and is 
timely in that it enables Interior log- 
gers to meet new ecological stan- 
dards set by the forest service. 


A new JCB product, the 805B hy- 
draulic excavator, was announced at 
year end and will be marketed in 
1980. This machine is smaller than 
Caterpillar excavators and fills aneed 
in installation of utility services and 
subdivision work. 


Caterpillar continued to improve 
products throughout the year, nota- 
bly the smallest tractor, wheel loader 
and track loader; several series of lift 
trucks; and a series of direct injec- 
tion, turbocharged aftercooled diesel 
engines offering fuel savings. 


RENTALS KEY GROWTH 

Both domestic and international 
sales of used equipment remained at 
a high level. While unit volume in- 
creased only slightly over 1978, prof- 
its were maintained, even in the face 
of higher interest rates. Overall, 
revenues were up significantly with 
marked growth in rentals, reflecting 
growing customer acceptance of this 
type of used equipment financing. 


Despite the prolonged strike at 
Caterpillar, the parts department 
maintained good customer service 
through higher than normal inven- 
tory levels. Parts sales were up sub- 
stantially in real terms. 


Service departments operated at 
capacity throughout the year, facing a 
shortage of trained mechanics at sev- 


Caterpillar D4E tractor, with special 
inside-mounted bulldozer, is ideal size 
for steep slope logging in the Interior. 


This mobile “training school” was out- 
fitted to travel the province and provide 
specialized training on servicing of 
Caterpillar truck engines. 


Se apngTCRtn ag aad 


Record Sales in Buoyant Markets (continued) 


eral locations. Field service showed 
dramatic growth as customers work- 
ing at full production called for more 
on-site repairs of equipment rather 
than in-shop work. An analysis of 
service operations to determine weak 
areas of productivity, coupled with a 
Caterpillar training program on 
re-use of components, resulted in 
greater efficiencies on the shop floor. 


BEST YEAR EVER 

In British Columbia, the Air Products 
Division had its best year ever. Tank 
Drill sales to the logging industry and 
sales and rentals of air compressors 
and drills to construction markets 
boomed. A turnaround in demand for 
Gardner-Denver Air Tracs and com- 
pressors, expected in 1978, did ma- 
terialize in 1979. The Finning Tank 
Drill, in both pneumatic and hy- 
draulic configurations, maintained 
its strong position. Tampo compac- 
tion equipment was introduced to 
the heavy construction market. 


Airpro Alberta exceeded projected 
unit sales due largely to the growth of 
the petroleum-related industries. 
Sales were strong in Gardner-Denver 
compressors and JLG and Smith high 
reach equipment. Increased road 
construction in the southern part of 
the province helped sales of drills. 


In the United States, Airpro opera- 
tions in Spokane and Seattle served 
stable markets with Gardner- 
Denver, Tampo, and Manlift as pri- 
mary product lines. Forestry, open pit 
mining, construction, and aircraft 
industries are the major markets. 


New and improved products, in- 
creased sales coverage, and greater 
customer awareness combined to 
give the Light Industrial Division 
higher volume and revenues. Sales of 
the smaller Caterpillar machines 
climbed significantly. 


The Lift Truck Division achieved 
satisfactory results in sales, parts and 
service although profit was not up to 
expectations. A reason for the lower 
profit was a major increase in the 
proportion of leases and rentals 
which has the effect of deferring 
revenue and profit. 


The re-designed, large capacity 
V-series trucks, manufactured in 
Dallas, Oregon and introduced in 
mid-year, were well accepted by the 
lumber industry. Sales of electric lift 
trucks in the 3,000 to 5,000-pound 
range were excellent. 


NEW CANADIAN LINE 

The Division took on the new line of 
Canadian-made Sellick rough terrain 
lift trucks which will supplement the 
Caterpillar 900 heavy-duty series. 


The Power Products Division 
finished the year with overall im- 
provement in revenue and profitabil- 
ity. Marine sales were up, truck en- 
gines gained a greater market share 
but industrial engines and electric 
sets were down. Parts and service 
sales came in on forecast. 


The Division introduced its truck 
engine training program when a 
full-time trainer and specially- 
equipped trailer provided instruction 
to over 180 mechanics, including 
Company, TEPS dealer and customer 
personnel, during its first swing 
through the province. Training is fo- 
cused on mid-range and heavy-duty 
Cat diesel engines and is aimed at 
improving quality of service. 


Sale of Perkins engines and electric 

sets doubled for the second consecu- 
tive year. Marine sales, both for aux- 
iliary and propulsion, and industrial 
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Record Sales in Buoyant Markets (continued) 


engines for retro-fitting lift trucks 
and similar equipment enjoyed 
strong markets. The Division was 
named Perkins dealer for Alberta in 
1979. Electric sets were in demand in 
the oil and gas exploration industry 
and inroads were made in agricul- 
tural applications. 


LEASES, RENTALS UP 

The Company’s lease portfolio grew 
by over 50 per cent. A number of 
specialized lease programs were de- 
veloped for several major accounts. 
Customers recognized the value of 
our true operating leases with realis- 
tic residuals as a lower cost method 
of financing which frees their capital 
funds for other purposes. The same 
principle applied to the rental busi- 
ness which showed a large increase in 
the value of machines out on rent. 


In an effort to meet an urgent need for 
an increased number of qualified 
service people, especially in the 
north, the training department pi- 
loted a six-month accelerated up- 
grading program for mechanics at 
Dawson Creek. A second session is 
planned there as well as initial pro- 
grams in Prince George and Vancou- 
ver. Growth in service demand also 
resulted in expansion of field service 
training programs. 


The B.C. parts apprenticeship pro- 
gram conducted by the Company ex- 
panded and enrolment will double 
under the new 1980-81 contract with 
the provincial government. 


In November, under the provisions of 
the Combines Investigation Act, the 
Company was asked for financial 
records for previous years. These were 
provided as requested. Other infor- 
mation was supplied in March, 1977. 


Ze 


Capital expenditures for 1979 were at 
an all-time high. The Company spent 
$15.2 million in land, buildings and 
equipment, compared to the previous 
record high of $11.3 million in 1978. 
In the past five years, $40.8 million 
has been invested in property, con- 
struction of new facilities, expansion 
of existing buildings, and installation 
of tools and equipment. 


NEW BRANCHES OPENED 

Major facilities were opened in 1979 
at Fort St. John and Quesnel while 
expansions and renovations were 
completed at Saskatoon, Seattle, 
Spokane, Mackenzie and Victoria. 
New sales, parts and service centres 
were started at Campbell River and 
Fort Nelson. The Company also pur- 
chased land at Port Mann and Chil- 
liwack for future development. 


At year-end, negotiations for anew 
collective agreement between the 
Company and the International 
Association of Machinists and 
Aerospace Workers were still in 
progress. Final settlement on a two- 
year contract was reached on 
February 12, 1980. 


The number of employees on 
December 31 was 2,066, compared to 
1,791 in 1978. Total wages, salaries 
and benefits paid to employees in 
1979 was $55,064,814, as against 
$45,007,907 the previous year. 


Sales of JCB backhoe loaders acceler- 
ated. Of British manufacture, this pro- 
duct has been well accepted by utility 
contractors and municipalities. 
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Company Directors 


The Board of Directors attended the 
opening of the new Fort St. John 
facility coincident with their quarterly 
meeting in October. 
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